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Independent Auditor's Report

‘The Officers and Board of Directors
The ARC Baton Rouge
Baton Rouge, Louisiana

Members of the Board:
We have audited the accompanying statements of financial position of

The ARC Baton Rouge
(A Non-Profit Organization)
Baton Rouge, Louisiana

as of June 30, 2006 and 2005, and the related statements of activities, functional expenses and cash flows
for the years then ended. These {inancial statements are the responsibility of the Association's management.
Our responsibility is to express an opinion on these financial statements hased on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing Standards,
issted by the Comptroller General of the United States. Those standards requite that we plan and pecform
the audit to oblain reasonable assurance about whether the financial statements are free of material
misstaternent, Anaudit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements, An audit also includes agsessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respeets, the
financial position of The ARC Baton Rouge as of June 30, 2006 and 20035, and the changes in its net assets
and its cash {lows for the years then ended, in conformity with accounting principles generally accepted in
the United States of America.




In accordance with Government Auditing Standards, we have also issued our report dated October 23,
2006, on our consideration of The ARC Baton Rouge's internal control over financial reparting and on our
tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal control
over fmancial reporting or on comphance. That report is an integral part of an audit performed in accordance
with Goversument Auditing Stundards and should be considered in assessing the results of our audit,

Yours troly,

P, tbyprodl, < bl £




The ARC Baton Rouge
Statements of Financial Position
June 30, 2006 and 2005

Assets

2006 2008
Assets
Casly and cash equivalents $326,016 $415,771
Investments 70,437 76,328
Recejvables
Trade 163,330 72,340
State coniracts 413,860 497 378
Federal contracts 2,905 4,343
MNotes receivable 38,103 40,752
Inventory 17,615 13,586
Property, Plant and Equipment, Net 1,218,322 1,301,990
Deposiis 25,041 25,041
Total assets 2.275.629 2,447,529
Liabilities and Net A ssegs
Liabilities
Line of credit 148,141
Accounts payable 123,324 122,223
Accrued expenses 224,246 200,628
Note payable - vehicle 18,089
Capital lease 10,180
Accroed pension cost 172,708 241,612
Total liahilities 520,278 740,873
Net Assets
Unrestricted 1,755,351 1,706,656
Total liabililies and net assets 2,273,629 2,447,529

The accompanying notes are an infegral part of these tinancial statements.
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The ARC Baton Rouge
Statements of Activities
Years Ended June 30, 2006 and 2005

006 2005
Unrestricted Nel Asscis
Unrestricted Revenue and (ains
State contracts $4,517,226 $4,680,843
Federal awards 237,051 392,117
Program sales and service fees 633,577 638,560
Capital Area United Way 262,755 279,357
Contributions 49,156 95,418
Investment return 6,316 0,484
Public grants and other income 265,345 52,113
Total unrestricled revenue and gaing 3,971,426 6,147,892
Expensecs
Program services 5,303,423 5,278,726
General and administrative 616,572 464,293
Fund raising 2,726
Total expenses 5,922,731 5743.019
Increase in Net Assets 48,695 404,873
Net Assets, beginning of year 1,706,656 1,301,783
Net Assets, end of year 1,755,351 1,706,656

The accompanying notes are an integral part of these financial statements,
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The ARC Baton Rouge
Statements of Cash Flows
Years Ended June 39, 2006 and June 30, 2008

2006 2005

Cash Flows From Operating Activities
Increase in net assels $48,695 $404,873
Adjustments to reconcite change in net assets fo net
cash provided by operating activities

Depreciation 99,884 104,659
Loss on disposal of fixed assof 214
Net unrealized (gain) loss 261 (4,348)

Changes in operating assets and liabilities
(Tncrease) decrease in:

Accounts receivable {6,034) (203,498)

Inventory {4,029) 1,136

Deposits (5,395)

Increase (decrease) in;

Accounts payable 1,101 81,965

Accrued payroll 23,618 46,774

Accrued pension cost (68,904) (34.931)
Net cash provided by operating activities 54,806 391,235

Cash Flows From Investing Activities

Purchase of property and equipment, net (16,430) (19,423)

Net change in investments 5,630 3,338

Collections on notes receivable 2,649 2218
Net cash provided (used) by investing aclivities {8.151) {(13.867)

Cash Fiows From Financing Activities

Payments an notes payable - vehicle (18,089) (11,165)
Capital lease payments (10,180} (11.834)
Payments on line of credit (148,141) {49.980)
Net cash provided {used) by financing activitics (176410 (72.979)
Net Increase (Decrease) in Cash and Cash Equivalents (89,755) 304,359
Cash and Cash Equivalents, beginning of year 415,771 111,412
Cash and Cash Equivalents, end of year 326,016 415771

Supplemental Disclosure of Cash Flow Information
Cash paid during the year for
Interest 5.497 )3,836

The accompanying notes are an integral part of these financial statements.
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The ARC Baton Rouge
Notes to Financial Statements
June 34, 2006

Note I-Nature of Organization

The ARC Baton Rouge {Association) is a not-for-profit organization which promotes, develops, monitors, supports
and directly provides services (o improve the well being of people with disabilities and their families from East
Baton Rouge and surrounding parishes. The Association has various funding resources that includes the Capital Area
United Way Agency and federal and state contracts and grants,

The Assoctation offers the following service programs:

Metro Enterprises - provides day rebabilitation services and jobs which include janitorial, lawn care, and
shredding services, and manufacturing jobs producing engineering stakes, flange covers and candles.

Early Intervention - a service fo infants and toddlers with special needs, ages birth to three years. The services
included are special instruction, parental education and counseling, family service coordination, early
communication and development therapy, physical therapy, occupational therapy, social work services, and

nursing services,

Respite Care Programs - provides emergency and periodic care for people with disabilities to give the regular
caregiver a break for everyday stress, Respite Care Programs also provide in-home personal care attendants
for individuals whose disability prohibits their functioning independently.

Vocational Services Placemeni - offers job placement services to people with developmental disabilities, mental
retardation or learning disabilities ages sixteen and over. The program works with local businesses to establish
internship and cimployment cpportunities,

Louisiema Career Development Center - provides carger training and support, as well as recreational
opportunitics to deaf and deaf-blind individuals in Baton Rouge and surrounding areas.

ARC Day School - offers developmentally appropriate curriculum to ali children, including those with special
needs. Fhe program uses child-initiated, teacher supported play to promote mental, physical and emotional
growth and development in all children,

Conununity Life - is a supported living program that enables people with disabilities to live independently and
be included in the community. Community life provides services which include home living assistance, safety

instruction, self-care, community leisure outings, and transportation services.

Community Services - provides recreation opportunities for children and adults with disabilities in the
cammunity.

Note 2-Sigunificant Accounting Policies

A, Basis of Accounting

The financia! statements are presented using the acerual basis of accounting.




The ARC Baton Rouge
Notes to Financial Statements
June 30, 2006

Note 2-Signrificant Accounting Policies (Continued)

B.  Basis of Presentation

The Association has adopted Statement of Financial Accounting Standards (SFAS) No. 117, Financial Statemeniy
of Not-for-Profit Organizations, Under SFAS No. 117, the Association is required to report information regarding
its financial position and activities according to three classes of net assets: wirestricted net assets, temporarily
restricied net assets, and permanently restricted assets. Unrestricted net assets include thosc net assels whose use
by the Association is not restricted by donors, even though their use may be limited in other respects, such as by
contract or board designation. Tempararily restricted net assets are those assets whose use by the Association has
been limited by donors to (a) later periods of titne ar other specific dates, or (b) to specified purposes. Permanently
restricted net assets are those net assets received with donor-imposed restrictions limiting the Association’s use of
the assel. The Association does not have any temporarily or permanenliy restricted net assets.

. Useof Estimates

The preparation of financial stalements in conformity with accounting principles gencrally accepted in the United
Stales of America requires management to make estimates and assumptions that affect the amounts reported in the
financial statements and asccompanying notes. Actual results could differ from those cstimates.

[>. Cash and Cash Equivalents

The Association considers all funds on hand and wilh financial institutions to be cash equivalents.

E. Hecgjvables

The Association considers receivables to be fully collectible; accordingly, no allowance for doubtful accounts is
required. T amounis become uncoltectible, they will be charged to operations when that determination is made
F. Inventory

Inventory is stated at the lower of cos{ or market using the first-in first-out method.

G, Investiments

Investmrents in equity securities with readily determinable fair values and all debt securities are carried at fair value,
Fair value is determined using quoted market prices (where available), or if notavailable, estimated fair values based
on quoted market prices of financial instruments with similar characteristics. All other investments are carried at
the lower of cost or market, Recognized gains and losses on investments are reflected in the statement of activities,
Dividends and interest income are recorded during the period carned.

. Properly and Equipment

Property and equipment are recorded at cost. Property and equipment donated for operations are recorded as
additions 10 net assets at fair value at the date of receipt and depreciated using the straight-tine method of
depreciation over the useful lives of the assets, which range from 5-29 years,

Expenditores for major additions of property and equipment are capitalized. Expenditures for maintenance and
repairs are charged to expense as incurred.




The ARC Baton Rouge
Notes to Financial Statements
June 30, 2006

Note 2-Significant Accounting Policies (Continued)

. Support

Contributions received and unconditional promises to give are measured at their fair valucs and are reported as an
increase in net assets. The Association reports gifts of cash and other assels as restricied support if they are received
with donor stipulations that limit the use of the donated assets, or if they arc designated as support for future
periods. When a donor restriction expires, that is, when a stipulated time restriction ends or purpose restriction is
accomplished, temporarily restricted net assets are reclassified to unrestricted net assets and reported in the statement
of activity as net assets released fram restrictions. Donor-restricted contributions whose restrictions are met in the
same reporting period are reported as worestricied support.

The Association reports gifts of goods and equipment as unrestricted support unless explicit donor stipulations
specify how the donated assets must be used. Gifts of long-lived assels with explicit restrictions that specify how
the assefs are to he used and gifts of cash or other assets that must be used 1o acquire long-lived assets are reported
asrestricted support. Absent explicit donorstipulations about how long those fong-lived assets must be maintained,
the Association reports expirations of donor restrictions when the donated or acquired long-lived assets are placed
in service,

J.  Grant Contracts

The Association depends significantly on grant contract reimbursements to carry out its program activities. This
revenue is disclosed as program revenue on the statements of activities.

Girant revenue js recorded as related expenses are incurred, and reimbursement requests are submitted to the grantor
agency.

K. Retirement Plan

The retirement pian is a defined benefit plan which covers substantially all fufl-time salaried employees,

L. loncome Taxes

The Association is exempt from income taxes under Section 501{c)(3) of the Internal Revenue Code and is nol
classified as a privale foundation,

. Funclional Expenses

The Association allocates functional expenses primarily by specific identification of program expenses which
include salaries of personnel assigned to specific programs. However, certain administrative salaries and related
expenses and other general expenses are allocated using percentapes which arc adjusted annually. These percentages
coincide with grant agreements and budgets.

N.  Reclassifications

Certam reclassifications have been made to the prior year’s financial statements to conforim with the current year’s
financial statement presentation.




Note 3-Investments

Investments in money markets and certificates of deposits are stated at cost and equity investments are stated at

The ARC Baton Rouge

Notes to Financial Statements

June 30, 2006

market value as quoted by national publications. At June 30, 2006 and 2005 invesiments are as follows:

2006 2005
Maoney Markels $8,970 516,840
Certificates of deposit with maturities from one to
two years and interest rates from 4.0% to 4.8%, 49,724 48,006
Equity investments - carporate stock 11,743 11,482
70,437 16,328

Investment income from cash equivalents and investments is comprised of the following for the years ended JTune
a0, 2006 and 2005:

2006 2005
Unrestricted
Dividends and interest $6,577 35,136
Net unrealized gains (loss) (261) 4,348
Total 6,316 9,484
Nate 4-Nofe Receivable
2006 2005

The Association sold facilities on Wayne Drive for $57,000 in 1995 and
financed the sale. Terms are manthly installments of $500, and inciude
9% inferest per annum maturing Janvary, 2016. The note is secured by

the land and building, $40.752

$38.103

Muaturities of note receivable for the next five years following ending June 30, are as follows:

2007 52,447
2008 2,809
2009 3,182
2010 3,430
2011 3,807
Thereafier 22278

38,103



The ARC Baton Rouge
Notes to Financial Statements
June 30, 2006

Note 5-Property and Equipment

A summary of property and equipiment at June 30, 2006 and 2003, is as folows:

2006 2005
Buiidings and improvements $2,174,627 $2,174,627
Furniture and equipment 519,635 586,184
Vehicles 128.597 152,729
2,822,859 2,913,540
Less depreciation to date 1,924 534 1,031,547
808,325 081,593
l.and 319,997 319,997
Property and eguiipment, net 1,218,322 1,301,990

Note 6-Line of Credit

The Association has a line of ¢redit with a financial institution for $200,000, due on demand, of which no amount
was drawn at June 30, 2006 and $148,141 was drawn at June 30, 2005, The interest rate at June 30, 2006 and 20035
was 8.25% and 6.00%, respectively. The line is secured by the building on Kelwood Avenue.

Note 7-Notes Payable

2006 2003
The Association obtained a vehicle loan in April of 2002 for $19,927 with monthly
payments of $397 for 5 years at an annoal interest rate of 7.25%. The vehicle was
collateral for this loan, - $7.807

The Association financed three vehicles in September of 2003 for $21,600 with
monthly payments of $681 for 3 years at an annual interest rate of 8.10%. The
three vehicles were the callateral for this loan. - 10,282

18.089

Note 8-Capital Lease

The Association is the lessee of major air conditioning equipment under a capital lease expiring in June 2006, The
asset and liability under the capital lease was recorded at the lower of the present value of the minimum lease
payments as the fair value of the asset. The terms were monthly payments of $1,208 for 33 months at an implied
intorest rate of 15.85%. The lease was paid in full in 2006, the balance at June 30, 2005 was $10,180.

Note 9-Pension Plan

The Association has a Defined Benefil pension plan which covers substantially all of its employees who meet
etigibility requirements. Benefits under the plan are generally based on the employee's compensation during the
highest five consecutive calendar years' salary during the Iast ten completed calendar years of service before
retirement, The pension plan is funded in accordance with the requirements of the Employee Retirement Income

Security Act of 1974,




The ARC Baton Rouge
Notes to Financial Statements
June 30, 2006

Note 9-Pension Plan (Continued)
Pension expense for the years ended June 30, 2006 and 2005 was $113,096 and $95,133, respectiully,

The following sets forth the plan's funding status and the amounts recognized in the Company's statement of
financial position at June 30, 2006 and 2005 as prepared by Mutual of America,

2006 2005
Funded Status
Benefit obligation at June 30 33,149,334 33,143,663
Fair value of plan assets at June 30 2.971.038 2.710.224

Funded status (deficit) (178,293) (433.439)

Prepaid (accrued) benefit cost recognized in

the Statement of Financial Position ($172,708) ($241,612)
Change in benefit obligation duc to

plan amendments 30 ($739,64 1)
Change due to assumption changes ($307,811) $336,154

Assumptions as of June 30

Discount rate 6.25% 5.75%
Expected long-term rate of refurn

on plan assels 7.75% 8.00%
Rate of compensation increase per year 4.50% 5.00%

Other Data

Benefit cost $113,096 $95,133
Employer contribution $182,000 $130,064
Employee contribution None None
Benefits paid $41,843 $48,535

Expected Future Benefit Payments

The following benefit payments which reflect expected future service, as appropriate, are expected {0 be paid;

June 30, 2005
Fiscal Year Beginning Disclosure
Juby 1, 20086 $53,000
July 1, 2007 126,000
July 1, 2008 7,000
Suly 1, 2009 54,000
July t, 2010 118,000

7/1/2011-2015 2,033,000




-

The ARC Baton Rouge
Notes {0 Fipancial Statements

June 30, 2006
Note 9-Pension Plan (Continued)
Plan Asscts by Cafegory

Asof June 30, 20006 As of June 30, 2005

Amount Percent Amount Percent
Equity $1,175,891] 39.58 £1,060,503 39.13
Fixed lncome 1,768,539 59.26 L6t 121 59.63
General Account 34,608 .16 33,600 124
Total 2.971.038 100.00 2,710,224 100.00

Expected Long-Term Rate of Return on Plan Assets Assumption

The Expected Long-Term Rate of Return on Plan Assets asswuption of 7.75% was selected using the “building
block” approach described by the Actuarial Standards Board in Actuarial Standards of Practice No. 27 - Selection
Economic Assumptions for Measuring Pension Obligations. Based on The ARC Baton Rouge’s investiment policy
for the pension pilan in effect as of the beginning of the fiscal year, a best estimate range was determined for both
the real rate of return (net inflation) and for inflation based on historical 30 year period rolling averages. An average
inflation rate within the range equal to 3.75% was selected and added 10 the real rate of return range fo arrive at a
best estimate range of 6.77% - §.88%. A rate within the best estimate range of 7.75% was selected.

Note 10-Concentration of Risk

At various times during the year, cash and cash equivalents on deposit with one banking institution exceeded the
$100,000 insured by the Federal Deposit Insurance Corporation. Management monifors the financial condition of
the institution on a regular basis, along with its balances in cash and cash equivalents, to minumize potential risk,

Credit receivables have significant concentrations of credit risk in the governmental sector in the Baton Rouge,
Louisiana area. At June 30, 2006 and 2005, the portion of these receivables related to this sector was approximately
72% and 87%, respectively.

Note 11-Economic De¢pendency

The Association receives a majority of its revenue from funds provided through programs administered by the State
of Lonisiana and United Way. The program amounis are appropriated cach year by the Federal and State
governments and the United Way Agency. If significant budget cuts are enacted at the Federal and/or State level,
the amount of the funds the Association receives could be reduced significantly and have an adverse impact on its
operations. Management is not aware of any actioas that will adversely affect the amount of funds the Assoctation

witl receive in ihe next fiscal year,




The ARC Baton Rouge
Noices to Financial Statements
June 30, 2006

Note 12-Contingencies - Federal and State Program

The Association participates in Federal and State programs, which are governed by various rules and regulations.
Costs charged to the grant programs are subject to audit and adjusiment by the grantor apency; (herefore, to the
extent that the Organization has not complied with the rules and regulations governing the grants, refunds of any
money received and the collectibility of any related receivable at year end may be impaired. In management’s
opinion, there are no significant contingent liabilities relating tocompliance with the rules and regulations governing
the grants; therefore, no provision has been recorded in the accompanying financial statements far such
conlingencies. Audits of prior vears have not resulted in any significant disallowed costs or refunds, Any costs that
would be disallowed would be recognized in the pericd agreed upon by the grantor agency and The ARC Baton
Rouge.

Note 13-Subsequent Event

In September 2006, the Association sold a piece of land for $62,000. The transaction resulted in a loss of $48,000
which will be charged to cperations in 2007.
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Report on Internal Control Over Financial Reporting and on Compliance
and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

Board of Directors
The ARC - Baton Rouge
Baton Rouge, Louisiana

Members of the Board:

We have audited the financial statements of The ARC Baton Rouge (A Non-Profit Organization)Baton
Rouge, L.ouisiana, as of and for the year ended June 30, 20086, and have issucd our report thereon dated
Oclober 23, 2006. We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financiai audits contained in Government Auditing
Standards, 1ssued by the Comptroller General of the United States,

Internal Contral Over Financial Reporting

In planning and performing our audit, we considered The ARC Baton Rouge’s internal contral over
financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion
on the financial statements and not to provide an opinion on the internal control over financial reporting.
Our consideration of the internal control over financial reporting would not necessarily disclose all matters
in the internal control that might be a material weakness. A material weakness is a reportable condition in
which the design or operation of one or more of the internal control components does not reduce to a
relatively low level the risk that misstatements caused by error or fraud in amounts that wounld be material
in relation to the financial statements being audited may oceur and not be detected within a timely period by
employees in the normal course of performing their asgigned functions. We noted no matters involving the
internal control over Tinancial reporting and it operation that we consider Lo be material weaknesses.

Complinnce and Other Matters

As parl of obtaining reasonable assurance about whether The ARC Baton Rouge's, financial statements
are free of materjal misstatement, we performed tests of its compliance with certain provisions of Jaws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect an the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such an opinion,
The results of our tests disclosed no instances of noncompliance or olher matters that are required to be
reported under Gaovernment Auditing Standards.




This report is intended solely for the information and vse of management, Board of Directors, federal
| awarding agencies, pass-through entities, and the Louisiana Legislative Auditor and is not intended to be and
should not be used by anyone other than these specified parties. Under Louisiana Revised Statute 24:513,
this report is distributed by the Legislative Auditor as a public document.

Yours truly,

B Wyl s lonsll] £




The ARC Baton Rouge
Summary of Current Yeur Findings
Yeur Ended June 30, 2006

Mo corrective action plan needed by management since no findings were reported and no management letier

was tssued.
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The ARC Baton Rouge
Summary of Prior Year Findings
Year Ended June 30, 2005

No prior year findings were noted by the auditors in last ycars audit.
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